








multi-county development agencies managing large laan o ortfoiiog
to neighborhood organizations surviving on membersnip duies o

committed to refurbishing storefronts.

THE MAHONING VALLEY

The analyses in this paper are based on the ewper.erce of
EDOs in DOhio’s Mahoning Valley i1n the decade since large-scals
steel plant closings created an urgent demand tfor loce)
development practioners.” The scores of ED0O=s that have p.aved. or
attempted to play, a raole in the economic vecovery proslde vich
examples of the right and wrong use of non—-prafit intermediar e,
Data have been gathered through personal 1nterviews, attenaancs a-
meetings, a newspaper clippings file, and from local e arts A
publicatians.

The Mahoning WValley 1s located midway bhetweern Llevalang and

Pittsburgh in Northeast Ohio. The metropolitaen area of S00,0:00

people includes the cities of Youngstown (popuistiorn 103,000 N
Mahoning County, and Warren (population 55,000 in  Trambo ..
County. For oaver half a3 century, the reglon was a wvita., Aol

prosperous basic steel center.

Orn September 19, 1977, Youngstown Sheet angd Tube claosec.
beginning a chaln of over two dozen closings over ei1ght y2ars that
cost 21,000 jobs in primary metals and 12,000 in blast fu nace ard
basic steel operations. halving the number of manufactur:rg jobs.
The Valley became a visible symptom of the nationwide shift  of
jobs ocut af manufacturing into other sectors.®

The region’s plight led federal and state ageCi1es e



prescribe all the development remedies :n their pharmacocoia.
result was the birth of 21 EDOs tc deal with the dete 10rat. g
econamy and to take advantage of swelling stream @ funds
Nineteen still survive., FkEight EDOs existed in are tarm o anobhioe
bhefore 1977, of which orly one Ceased activity. but was  eprlacodg.
Despite this volume of activity, mo more thanm & handfu. caAan e
considered truly effective 1n the use of their ~esgurced a0 1o

contributing to the region’s developoment.

OVERVIEW

Although there are many guidebooks prepared for ED0Os on fw
to promote development,¥ there are ng comparable guideboors fur
state and local policy makers on how to use EDOs effectiv -iv.

The first two sections describe the strengths and weaknesses
of EDOs in each of two roles described abave: intormat Lo
brokering and program management, Dverall, 1t appear=s  trat FLh
provide a useful forum for community decision—makine arndt o
functiors 1nvalving the processing and dissemination o f
information. It issy however, gdifficult to asssss how well the.
perform these tasks., EDOs may be less eftective when they atremnt
to manage development facilities and programs because they ar=
often encouraged to demonstrate the need for looal devslooment
initiatives but are not held accountable for how effectiv/e tho=ze
initiatives are.

The fimnal section cutlines a public strategy to har megss Lhe
strengths of EDOs more effectively and at lower cost. Ty

strategy emphasizes increased use of special assessment districtes.



created by local vote, Tor dealing with highly loraltized 155 0.
funding based on performance contracts, and greater reillancs o -

fees for services.

2. INFORMATION BROKERING

Organizationes that develaop policy, 1, S mrgr bera s
communities have been established at the state arnd iLocal iewvel a0
encompassing multi-government areas. These include AUV SO -

groups that arise when established political channels carmmot Soa
effectively with an 1ssue  and planming orQanizatlons o ocaloo
because federal grants-in—-ai1d reguired nr to help pubi o ade o oeea

establish eligibility oar te  apply for fedecral gra-ts. L,

B
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gathering and processing of ecprnomic data, these enti1i:oe o oa0

assist declisiaon—makers in a wide variety of activities.

FOLICY DEVELDPMENT

Organizations offering advice to elected officiale o o
public agencies are aof two  sorts: advisory couwlcils that s o=
intended to provide advice on  the rurnming of a o ogram o7
institutions; and temporary task forces intended to recnlwe A0

issue that 13 beyond the technical or poiirtical capzoo-

establi1shed institutlions. EDOs  can serve 1t hotn :

]
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development corpaoration, for example, may ostaff the mavor -
economic advisory council, or may be designated to serve ac star”
to a temporary commission naminated to examine the probles o

abandoned manufacturing builldings.



Advisory Councils

Many public nstitutions and programs ascsemble

(=)

councils to help the program achtieve 1ts objectives. For

1

federally financed programe, an advisory councli 1s mandariar .

example, states must assemule advisory councils for vaicatior

education and for the Job Training Partnership Aot

programs. These councils must 1nclude privaks

i
m

representatives who can advise the programs from the
of employers of the graduvates.

In the Mashoning Valley. citizen advisory boards ar e
for the area’s three Private Industry Councils wunder J
Community Development Agencies of Youngstowr and Warrnr
through Community Development Block Granmts (CDBG), the
planning agency required hy the U.S5. Economic De

addministration, and each of the area vo-tech schaols.

fdvisory caunclls cen be useful. A good direct
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vo—tech school, far example, can use advisory counclil meetirds

test the local labor market climate, to assess emplaver weds.

to try new ideas.

Therea are, however, several difficultis s with assem !

using an advisory council effectively. The most presging

1t is difficult to get gualified pecople to serve on a g

merely offers advice. This may be made ever mare dif¥ . gait
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requirements that members should be chosen to represent oytferen -

groups wilthin the community——organized izbor., Mirior 1% 2 =ss

employers, etc.—-——as va-—-tech schools are reguired 1r
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receive federal funding. Peaople wllling to serve and tulfailirs
these prescriptions may know little about the agency the, acrs
advising.

The pervasiveness of ungual:ified board members S S U A R
advisory counclls was so pervasive 1n tEe Mahcning Valiley gt
agencies in the human service delivery system and Youngstown Htas -
University pooled their resources to create a center, the sales
purpagse of  which is to train effective board members ang atfe
technical assistance to 1mprave buoard and agency Dertormance , b
The Center for Human Services is  now in 1ts secar i coera Lt

cperation and is budgeted at around %$100,000,

n
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f second problem is that, even 1f good people arse FL=g-N
and it 1s diff:icult to embaody the advice 1n the agencwv. Lo !
can be caught in a Latch 22. Those institutions  that most  —s-U
advice--the wvo-tech school with low-placement rates and Jwindl.-.q
enrocllment, for example--may be those least likely fto wuse 1%,
Since the counci1l can impose no sanctions nor offer any rewards 1o
the administrator they are advising, and since few oubilic prog =<
hold admintstratars accountable. the relationship betwery, Ene
advisors and the advised 1s tenuous in most instances.

For example, in the Mahoning Valley, citrzen board mernero

wage a continuing battle with CDA over how Community Deveioome .

Block Grant (CDBGY 1n Younygstown——%&6 million annually-—are o e
spent. The citizens prefer investments 1n nerghborhcouo nhaasiog
and 1nfrastructure improvements 1in poor areas. The C .

+

administration and counci1l prefers 1nvestment 1n 1mprovements to



failing downtown businesses by transferring funds to a downtow
EDD  and creating an  interest write-down program. The ciu. 1m
winning the battle over funding decisions.t?

Thirdly., because councils do not have to reach decilsiocrs ~o:

programs to continue to operate funlike, Say . a 1w d o
directors), they become public forums for the a1 10 o
grievances, abetted by news reporters who often attend estirgs.
Business attacks labor, neighborfoods attack downtown, ThE oo
attack the well-off, labor attacks management, enviranr nta.i13t=
attack develeopers and the wunemployed attack the erDI0yes
sometimes violently. Occasionally, candidates for punl ¢ office

use meetings to orovide a platform.*=
Many advisory boards in the Mahoning Valley, thus. b .ve been

ineffective bhecause of their divisiverness,

Policy Development

Some issues cannot easi1ly be resolved within es ablished
palitical and administrative channels. They may reguire extens: .
education of the public because they are highly technical -suth as
the need for changes 1n the reguliation of telecommu-ications
companies——pr they may reguire the building of political (ansensus
to deal with a crisis——such as that precipitated by ste=zl p.ant
closings 1n the Mahoning Valley. [n these cases, leaders se: L
task forces comprised of publig and private leaders to an lyze ifre
oroblem and make recommendations.

Task farces may have three objectives: (12 techoical

analysis: to diagnose a problem and evaluate alternative wavs of



addressing it {usuwally requiring prefessional staffing -umetimew

through an EDO); (2) consensus buillding: to educate the public
and decision-makers about the nature of the prablem and saluticred
and (3) crisis management: toc manage. temporarily. pubiie 3.3

private resources to cope with an emergency.
Youngstown has created task forces organized around eacth of
these objectives. Busirnegs leaders were appointed oy the Mayar 1o

analyze city government operations and make recommendatinns -

improve productivity, eliminate waste, ard] 1oLy haE s
respanslveness. When =ome bridges became so hadly deter turoteo
that they had to be closed, the Mahoning County Commissioner .
established a task force of credible community leaders-- noluscirs

industrialists, bankers. and executives—-—to work sSucgesstuoalliyv Lo
pass a tax levy. When the last department store 10 dawnitown
Youngstown suddenly and unexpectedly closed, the De.elcpmert

Department set up a committee to find a replacement retal compean:,

i

to take over the bullding, and failing that to find an aliernac:ivy

use. With more than $1 million 1n public subsidies, a mu:ti-s: ot

lh

headquarters operation was moved from one area aof the ci1-y to *tt e
vacant store.*?

Task forces are temporary creations and are usually forded
with one-time appropriations, sametimes supplemented by private
sector grants. Sometimes task forces become permanent. f.ew Yook
State’s Municipal Assistance Corporation arose put of a tastk force
appointed by the governor to recommend ways of dealing with few

York City’s bankruptcy in 197335 and it remained to ensure ths



service of the debt issued to refinance the citv’s debt.? -
Temporary task forces are an essential part of the public
declision—making pracess. They can only work i1f they are staffec
by experienced professionals—-—-usually EDOs supplemented by star?
from the most directly affected agencies acting in a2 consultinc
role. When the Mayor of Youngstown attempted to deve.op a new

recovery plan in 1985, he was unable to secure any funding anc bag

to rely on hard working but ungqualified volunteers. The ~esulting
plan was dismissed as nalve by business leaders, the media, PN
development professignals from reglonal EDOs, halting the mass

distribution of copies througheout the community .=

PLANNING

President Eisenhower was fond of stating that he was a strorc

supporter of planning but was opposed to plans. Economac
develapment planning is a way of bringing befor:» publ:ic
decision—makers——elected and appointed-—information needeu: fi-s5t,

to understand what is happening to their economic environment and

its implicatons for public activities; secand, to weigh tne
relative importance of these different 1ssues; and  third, to
855855 the consequences of taking different actlions. Thig
information is gathered from published sources (e.g.. &5 -les  fta

figures or building permits}, public and private exper s (e.g. -
realtors or developers), members of the public (e.g.. publ -

hearings or workshops)s and data gathering and developmenit (e.c..
survey research, industrial site inventories, econometr o

magdeling) .



Despite the widespread acceptance of plamming as a vital part

of public decisian—making, the function is rarely performed well

or integrated intec policy-making and publie administratian. Tte
failure aof planning ari1ses from three problems with glaming
arganlizations: (1) their priorities may not coincide with  thoso

of local elected leaders or agency heads—--ofien because they are
defined by the federal funding sourcej (2} their staff may lacs
the analytic skills needed ta analyze 1ssues in a wa, that 1=
relevant to decision—-makers; and (37 once created. Rlar niog
agencies may not cooperate among themselves-——by creal iy
region-wide planning. for example—--because this threaie o tho

individual existence.

Wrong Priorities
Despite "planning” in thelr title, most frlarmm1mg

organizations focus at more i1mmediate issues related to the arn-ua.

budgeting process. As a condition for receiving federal grancs
under Model Cities, Urban Renewal, community developmenit. o
economic development proglrams, planning officials were regul-esu
ta perform four functions. First, they had to estatblicsh rthe
community’s eligibility for the federali program. This 1Nwo L ved

1

showing the need by documenting economic decline, pockets o
poverty, and fiscal strain and computing the 11ndicators user! Lo
trigger federal funds.*® Second, the "plan' had to show how the
local government would meet federal objectives--the creation of
jobs for target groups, the building of local capac ibvty. the-

reversal of physical deterioration.'” Third. the pian had to =Fon



how the detsiled procedural reguirements would be met-—-attirmati .-
action, community participation, regional balance, &tc.1® F:inall, .
the plan reported on the previcus year’s performance. Little, 1
anys of this painstakingly caompiled informatiaon typicailyv Pe -
local decision-makers make better decisions.

Since state and local funding of planning cummissions Fas

been limited to budgets just above that needed to secur:: fedar.a!
planning funds, they may noat in a wposition to dominate e
priority— or agenda-setting process. Planmning arganizabticns.
therefore, risk becoming oriented toc the short-run oub eciive -
securing funding for the next vyear and to the activities
encouraged by the federal sponsor. For the most part, they are
nat oriented toward long-term econom:ic analysis, dlagrasis of

econcmic problems, nor the evaluation of policlies or prog ams,

The Eastgate Development and Tranmsportatiaon Agrency
(EDATA}—-the u.s. Economic Development Adminlstration TELA
designated regional planning boady-—-is a case in point. Si1x v=2acs

agos EDATA conducted most of the i1nfrastructure plannieg r Lhe
Mahoning Valley. With cuts 1n plarming monies from all  sSour e
the major task of the agency 1is to use 1ts EDA grant to urdare -

armual plan for EDA.'Y Hecause the plan is not used by any loc=.

[
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or state agency, part of EDATA s staff exists to prepare up

to obtain funding to prepare updates.

The Wrong Staff
Planning staff often lack the skillis and the expe: isnce t-

participate in the local public policy process. They rarely ba.we



the experience of executlve or agency declision-making ar in the
distilling information from groups of expertis.

In the Mahoning Valley, many EDOs were 1nti1ally stat“ea wits
people either having palitical connectigns or with statisers Likon
from unrelated public agencies. As a result, in the firgt e
years Tfollowing the initial steel mill closingss many ED0s cou.c

not deal with economic issues because they lacked technic . ars i th

the skills and knaowledge to undertake development. ARSI~ TR ANTAIION
for example, was wunable to oprepare a sdccessful  UDAL grart
application until 1786. Every position--including L1res e
ships——in Youngstown’'s Planning, Community Development, o .

Economic Development Bepartments are civil serwvice pos:tians,
Attempts to remove unproductive individuals in these depar tamoents

have repeatedly failed,®<

Inflexibility

Region-wide planning is mot easily achieved, er1ther because
af local resistance or because of the 1nflexibility of fund.-o
agencies. Far examplea, in 1983, the Trumbul. Lalrt
Commissioners, EDATA, Ohio Water Service (OWS——a multi-mii. oo
dollar private company providing water to communities 1M ECve

states), and Youngstown State University (YSU) prupos:d To tic

-

Ohio Department of Development (0DROD) to study the development o
OWS lakefront property as a "green field"” bromedical 1vdustrial
park., If the study had supported the feasibility of the park, OWS
was prepared to pursue the project as a private venture throooh

its real estate development corporation, &2



0DOD  alleocated Ffunds for the study, but 1ts regioral o¥ff; o

subsequently diverted the funds ard reallocated thes
proporticnately among four counties in Northeastern (his. Inste.ad
of +the OWS study, the regional office required the counties oo

prepare individual development strategies i1ncluding time-consum:ng
and repetitive 1nventories of wvarcant industrial s1fees and o
survey local manufacturers——undertaken several Limes hetore by
EDATA, YSU, and the Chamber of Commerce. The UWS project has rnove:

been undertaken. &8

MARKET ING

In the past twenty years, most state and local governmerts
have set up departments to promote economic development L.
marketing their areas. These efforts are predicated an the helizf

that the attraction of busirmesses from outside the region must  be-

a wmajor element 1n the local growth strategy. Thne dimitnishing
importance of plant relocations, and the instabilitv ot tetot laaes
plants, 1s calling 1nto guestion this basic assumpticn. Yt

because E£DO bgard members are often drawn fraom the reszl! 25TtaTe
development and Bbanrking community who will orofit fron gy vew
industrial concerns brought 1nto the community, they cuntirnue
industrial recruitment.

In the early 1980s, the Youngstown Area Chember of
Commerce—-befaore ite reorganization—-—sent 500 letters toc Japarewz
firms asking them to consider Youngstown as a location of any .=,

expansion they were contemplating. The Chamber received 13

responses. In another i1nitiative, the Mahoning Valley oM



Levelopment Corporation took out full-page ads 11  Newsweek
magazineg 1n an effort at recroitment. Nearly all of the resoocrsss
recelved were from other EDOs  interested in assessinng theilr
regional competition.

The most important function that EDOs perform——arnd the c e
they can do best——-1s brokering information. They are usually 17 a3
position to move freely between public and private sect .o anc,
therefore, to convey infarmation to new markets. Businessmen
serving on PICs can give those running training orograTs
information that 1s available nowhere else. the state of LCULs Ca
gulide local businesses throuabh the maze of public regulations mar =
effectively than agency staff, and a state development agency
collects information around the state that can help 1n cahinet
deliberations.

Unfeortunately, information brokering 1s not glamorods and *ew
EDOs devote to it the time and effort necessary to do vt owell,

They would prefer to engage 1n more concrete activities--finaocino

projects, shaping policy, and recrulrting business.

3. PROGRAM MANAGEMENT
The resources of public development agencies are limited, the
comnatitutional and statutory constraints on what public agercies

can do are often narrow, and federal develepment programs  ave

i

encouraged community participation in the development process. £

I8

a result, EDOs have been created, sometimes by public agencies L

-+
0

manage "spin-off" programs. and sometimes by local communities

]

compensate for the percelived failures of public agencies.



succeed, these management agencies must have a clearly det 1o
purpose, their performance must be held accountable for their
funding agencies and must be able to generate reverues 1 F the

own.

THE LIMITS OF PUBLIC DEVELOPMENT AGENCIES

Most state development agencies are a combination of ecanom:c
research functians from departments of labors plamming "unct:iors
from departments aof community affairs onto which has heen qgra‘teg
tourist promotion offices, cccupational licensing binards,
industrial regulation offices, and some miscellaneous permitting
and marketing offices. Despite their aggressive and wimplistac
development postures, the missions aof these compeos:ite agencies ara
complex ang may not be as directed toward development os @ the:

promoticnal material suggests.

Governors and legislators want DEDs to create jobs. But thay
rarely had a clear idea about what their DED should do 1o cre=ate
jobs bevond recruiting firms from ocut of state. As a result, IELs
must  fulfill several Ffunctions that are not necessar: oy
compatible. First, they promote the state as a place to 292
business and to visit. Second, they are the lobbyist for Lusimess
community in cabinet wmeetings to counter the i1nfluence ot
environmentalists and consumer lobbyists. Third, DEDe are usualily
given the responsibility for economic policy development. Tour tiiy

many are the umbrella organizaticn sheltering offices regulating
financial institutions, hairdressers, and taxidermists-—-orn behalf

of consumers. Fifth, they are ombudsmen for firme enccunter 1ol



trouble with state and local agencires. Ancd finmally. hes  ars
expected to coordinate the development activities 1t lorcal
governments-——many of which are competing for the same projects ans

companies.

DEDs have small budgets,. rarely exceeding two pe teit i
total state expenditures. The largest appropriation, by uncrtigs«.
s wusually for tourism promotion. But the small aporoapriation

does not reflect the tax abatements and expenditures toat mast
DEDs offer to firms contemplating moving 1nto  the otate. to
campanilies threatening to move out, and to prop up airling  fi1-me,
These "off-budget” tax expenditures may be many times the agency s
formal ©budget, although how much more is not known since they are
rnot measured.

Heads of DEDs cannot credibly discharge all thelr du 1es. i
they represent local industry and actively recruit  firme L th
state, they are unable to undertake objective analyses of loca:
economic 1s55uUEes. If they streamline requlations and permitt:no
for businesses, they will lose the the trust of consumer grouns,
If they stress planning and policy development, they may alienate
local firms.

Economic development activity 1n local government has evolved

from a much stronger tradition of ecenomic and community plann g

than state DEDs. Most enjoy small budgets and Tt e
discretionary funding to use as economic 1nducements. As a
result, successful local agencies serve as ombudsmen  for rtozal
development problems——helping @private developers through @ the

17



tortuous process of securing planning permission.s ZonNINg  CRaNQES,
and permitting. They may also act as lobbyvists far the 1nterests
of the develeopment community in the mavor’s {or city manager 5
office and before city council.

However s, some local development agencies lack the directic.
the wills or the ability to perform these furnctions. For example,
Yaungstown’s Econemic Develaogpment Office, despite the almost
limitless availability af federal and state funding for
development projects, has done little in the decade since 1ng
first plant closing. It has prepared no development —tratoo, .
participated 1n few projects, and applied for few federal or state
grants.=3 Npot until 1985 did 1t set up a modest low 1nteirest luar
program using CDBG funds. 2« Its absence of leader=hipo nas
provoked the formation of many EDUs.

In SUMMAETr Y » public agencies are constitutionally 3

statutorily limited in what they can do, have small budaoets, 2t

usuallys, a highly parochial focus.

MANAGING PROGRAMS THROUGH EDOs
To meet the demands of public and private leaders “hat

greater efforts must be made to promote develonment and g oanaan

the constitutional prohibitions against "gifts and losens, " zLO.

have been established-—usually capltalized with federal funds ‘o
the repayments from federal revolving loans) &3 Desgpite the
pramises many of fthese have failed to perform well. fhe most

serious problems are the absence af a clearly defined function,

lack of the necessary powers, faillure to develop a firm base taor

10



suppart within the community, and the failure te hotd them
accountable for their performance-—indeed, the failure 1o def1rne
and measure performance.¥® There are two types of EDROs inval e
in managing programs—-—those ¢reated by political and Bus:inese

leaders and grassroots arganizatians.

Top-Down EDUw

The fate of several £D0s 1n the Mahoning Yalley 1llastatez
these problems. While public agencies were absorbed by Lhs
ultimately wvain attempt to recpen the closed steel mills, Lanl:c
and private leaders in Mahoning and Trumbell Counties created
Mahoning Valley Ecarnomic Development Corpaoration. This was
concelved as a public/private partnership.®? State and fegderao
grants were used to capitalize a revolving loan fund ard MVELD
alsp participated in U.5. Small Business Administration and .5,
Econemic Development Administration programs. MVEDDC ocperates two
almost vacant industrial parks-—-the Youndastown and Warren Commer ce
Parks——~and has acquired an unprofilitable railroad spur that =serves
several viable firms.29

However, the communities of Campbell, Struthers, Lowell.1iig.
Poland Township, and Caitsville Township felt that MYEBC was «.
serving their needs and establizshed the CASTLD Commuar 1ty
Improvement Corperatieon in 1978.8% CASTLO received grants 1ron
the state and EDA to develap an industrial park on the site of Lhe
shutdown Struthers Works of Youngstown Sheet and Tube. The  parr
is about thirty percent occupied.??

In 17982, the City of Warren created 1t ocwn EDRU~-—-the Warren



Redevelopment and Planning Corporatiouon (WRAP)-—which 13

comprehensive, and arguably the most successful & D
region.®* [t has a loan fund but also engages 1

marketing, and technical assistance. It has suc
extensive renovation of the reta.l core of War:en
attracted scores of new tenants. Its success 1= the res
clear focus on downtown revival, 1ts  focus o small.

projects, strongs private board, and continual consensus
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Most impertantly, 1ts success appears fto be tied to arcow tanil:: s

and performance. WRAP must recapture much of 1t=s opera
by charging fees for services and recently, taking
positiaons 1n ventures. Among other things., WRAP demonst

EDOs nrneed wot be drains on public and private resourc
deliver salable products and services.

By contrast, the Youngstown Revitalization Foundat
set up by the Youngstown Board of Trade and supported by
Development Block Grant funds—-—-has been less succes=ful
tour years, 1t has produced many large-scale archltect
renderings and conceptual plans but hase attracted
invesiment because of the prahibitive cost and lack of m

1ts ambitious projects.==

Grassroots EDOs
Community Development Corporations (CDCs)®¢ are cC
nan~profit corparations ant may focus on the i1ssues

rural tounties—-such as the Delta Foundation 1N Miasgics
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the Corporation for New Enterprises 1n Netchitoches, Louisiana--or
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on  urban neighborhcoods-—Chicanos Por bta Causa :1n East Los Angelos

and the Bronx Venture Corporation in New Yorlk, The fedes (1 Orf1 e
of Econom:ic Opportunity {later renamed the Commontty S viCes
Adminisiration, and later sti1ll folded inta the Depa tment o~
Health and Human Services) funded about fifty of these Uils. Tie

Ford Foundation financed large—-scale communtity project , theouan

these and ather non—profit corporations.

The objectives af these entities vary widely. They ftinanoe.
DWW, and management development proijygects from shopping centers o
manufacturing plans. They offer advice, education, and sChiniLal
assistance to their residents. They lobby on behalft cof tre.-
neighbarhood in state capitals and 1n the mavor’s office. it 1

s

difficult to balance these goals within the framewary of a
nan-profit institution dependent on outside funding.

These L£DCs may be discouraged from seeking profitable
opportunities because investing in a successful prozect may
jeopardize their non-profit status or may lead to a cut bace I

program funds based on need. 3=

A qgulite different type of OCDC--although =harync the «ame

arganizational form——is that which arises fraom the nrnelgtborhoouac
themselves. Merchants along a commercial satrip may create 3
nan-prat:t argeanization to coordinate the refurbirsthing i
storefronts from pooled funds. They may rarse money fram 1nforme.
membhershipn dues or., if local laws allow. create a speEcle:
assessment district——which must be voted into existence bH. 3
majority of property owners-—-that imposes a taw lusualily
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surcharge on the property tax) to finance the operations of ke

CoC. The advantage of this approach is that arganicers must
persuade a majaority of voters of its merits amd 1t prevents SRR Yo
riders," store owners who benefit from the 1mprovements but a s
unwilling to pay for them. These organitzatians may ece:ive

additional support from Community Development Block Grant foanaos

distributed by the city and from fees for services performeo b,

members-—from packaging loans ar assisting in permits ivig. fos
example.
Youngstown bas two exemplary CDCs managed by merchants 1o fwe

separate distressed neighborhoods itn the city.?®®= In  adc tion t.
capittalizing lacal improvement projects using membership fees ang
CDBE grants and loans,s the Market Street Mercharnts s .0C1ati1or

have set up a highly successful awards program to «timulate

reinvestment and rehabilitation, and have commissioned arkeshbing
and architectural studies to spawn interest 1" rea potate
development potential. Additionally, the merchants have worren

closely with state agencies to build new or expand exist.nn

government uses.

4. USING ECONOMIC DEVELDPMENT ORGANIZATIONS BETTER
EDOs perform a multitude of functions that, often, canrmat bDe
performed by more conventional public and private organizatiores.
The need for those functions and the capability of EDOs to perto:ag
them change as local economies evolve and the capactity a2 f

directors and staff changes. It 1% 1nappropriate, thercolore.

create a rigid system or hierarchy within which different tvpes o*

e



EPOs do different things. Instead, state and local gouvernmentsg
should attempt to create a dynamic system 1n which the ¢ifferesr
goals and objectives of neighborhpoods are reflected 1M the
different EDOs thevy create. and the entrepreneurial ski1l & of tne
organizations determine the activities they pursue. reati e

competition——=for clients rather than for grants--1s mure importanr

[

than plarnned coordination.
A dyvnamic system of EDOs should be built around the following
elements:

Clearly Defined Purpose. An EDRD should operate wi'h a

clear missi1on statement that defined who 1L 15 tg se ve.
thee type of services they will receives how 1TSS
per formance will be measurad, and the frocal

implications of performance.

Creating EDOs. Neighberhpnods should be allowed to

create  their own EDOs with the powers of soer 1al
assessment by majority vote. In communities thakt lact
the financlial and entrepreneurial strength. EDOsS set up
with foundation and public money should treat tocas
residents as shareholders to encourage lvwa:

participation.

Performance Based Funding.37 Fublic support of 1 Dos

should be contingent upon their abillity to perform
services-—-technical assistance, project pregaratilon.

etc. This would allow compatition among EDOs to
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determine which could hest serve the needs of the
community., This would only be productive. however. 11
those organizations which could not compete, e
allowed to combine with more sutoessful enterprises or

to go out of business.

DEFINING OBJECTIVES

Most EDOs labor under vaguely defined goals, too man. goals.
and the absence of priorities. Is the purpose to preoca e olars,
attract grants, or close deals? The cause 15 Usually trhe

multiplicity of funding sources and a poor ungderstandliag ot trhe
development process. Those setting up an  EDO-—whetner COMmUTTL YL
leaders or public offici1als--should devote considerable ctrtart 1o
preparing a concise mission  statement. This sheuld © ver tne
following i1ssues:

Who 1t willl serve: the types of businesses and ceople

tand their location) that will be the target of the

EDDs’ programs. Local leaders may feel that econumic
conditions are so bhad that the EDO should try ta do
whatever it cart be funded to do. But 1t cannot be all

things to all peocple.

The tvype of Oy ograms offered: the tvpes of
services~-planning, grant apolication. marketing.
mamnaging Jloans or facilities, trainings or Ruman
services——that will be offered. This should naot e a

wish iist—-—staff cannot develop the capabil:tvy to



perform well all types of potentially berneficial
functions. The EDO must be atmed at a clearly defined

"niche'" in the local market of development services.

How wi1ll performance be measured: although 1t 15

difficult to measure many of the results of a successftul
EDO. some outcomes can be measured and specifving tnogse
at the gutset may prevent the EBD from bheing led astrav

later., or may avoid the protracted and painfol existem e

of an i1neffectual organization. The fact that there 13
a strong local need to promote development does no' ean
that a weak EDD should be preserved at all costs. The

inability to define anv performance measure 15 a symatam

of a poorly defined overall purpose.

Who will measure performance and what are the rew 17ds

for performing well: the mission statement must clearlw

describe thow the EDG will be beld accountable for 1ts
performance. Although they are set up locally, those
EDOs that obtain federal funds are difficult to holo
accountable locallv. FProcedures for assesc iy
performance and for tyving performance to budgets sh wld
be clearly set out. Caoammunities should rnot expect tr be
able to hold an EDD accountable unless they are

contributing to 1ts budget.

CREATING EDOs

In an 1deal warld, FDUs would come i1ntlo beinng bet anise 1o ol



people perceive opportunities to promote neighborhood de elopment
or to improve  the wuse of public resources. But the ature of
local needs are not always easily determined. A amalgam  of
grassroots infaormatian——-passessed by those forming the BELG--ano
data generated by state and local agencies 1S5 reguired. The
strategy must i1nclude ways of ensuring that local groups htave =3sy
access to usable data as well as providing the legal tases tor
establishing an EDO without waiting for action from city hall cor

from the state capitol.

Data Bases

Because local econaomies are alwavs restructuring inrn the long-
term {in the case of Youngstown, losing i1ts basic steai: 1ndusTty vy
wirth major cyclical swings (inflation and recession) AT e
short~—term, EDOs may play a major role 1n tracking economic trernds

and to a more limited extent., anticipating future changes, In

u
[w]

doing. EDROs can take a leadership role 1n setting the econom:
development agenda. Organizations which control i1nformatian often
determine the ocutcames of events.

Youngstown, mare than any community of which we are awsre.
has invested considerable local and cutside funding tn develool: .o
databases for decision—making. Over the decade since tne
closings, the ¥YSU Center for Urban Stiudiles and & dozen communily
agencies have raised more than $500,000 1n grant and contraut
tunding tco be used for data-gathering and database development .=
If Youngstown 1s unique I a posttive sense from any other

communitys, it 1s so because of its willingness to continual_,

A



evaluate 1ts own activities.

Legal Framework

EDOs may be created from the top down, as when s wbate
local agency or the business community lncoarporates a noan-brecfaf
entity to manage a facility or a program, or from the bottom uo.
as when a community establishes an EDO to meet their owr  neeas.

fhe legal framework for top-down EDOs 1s clearly estabhl:snea and

aoften used. The appropriate mechanism for "hattom-up" EDLs aofcen
not well-established. Because they are unable to create the tyvrs
of EDO they need, tommunities must use the politice: orouces= Lo
create ones and in doing o, 1t may become more criented toward

the needs of 1ts funding agency than toward the needs of &2
community.

This praoblem can be avoided i1f states emact legislation trnat
allows neighborhoods to set up EDOs  with the power ta assess
membership dues ar impose special taxes—=for whatever
purpose-—providing the owners of over half the taxable oraoperty
vote. The approval of local government should be continmgent onl,
en verification that the election was properly conducted.

New York State enacted legislation to allow the creaticn
EDOs in this way in 1981. Under the Business Improvement Dist-1cr
Act s+ 2% local businesses can form together and voluntarily assess «
surcharge on the local property tax to finance a business
improvement district. This regulires a plan which sets out the
boundaries of the district, the preocedure for assessing cnargecs.

the proposed services to be offered by the district. a1t thre
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composition of the

be prepared at the written reguest of etither

district management assoccirat:ior. The plan

can

a majority  of the

property owners or the owners of the majority of the propert, o,
value (or at the reguest of the local legislative body o
designated ci1ty official. Public heari1ngs on the plan mast oo
held,

Grassroots EDOs may not arise in areas of the greateosr
economic and sacial gdistress——residents may lack & sen & af tne
opportunities presented by community action, the skillse 1ecessa
to create and run a complex development corporation. and. mcst
important, the financial resources. In these ca=ses, t bUs s

created from above—--endowed by a caoambination of foundation.
tederal, state and leocal government funds. The difticulty for
such deus ex machina creations is how to encourage  local
participation 1n order for local aspirations. *talen s, a--d
perceptions of opportuntties to run the organization.

Une approach is to treat local residents as =shareholders 15
the enterprise, and to allow the orgenization to distribute a p«
of the profits from its operations-—analgous to the native nlaskan

corporations. This
but would encourage
residents rather
difficulty 1s that,

Dinekh [(Cooperatives,

New Mexlico-—-share ownership would be so diluted that resicents

he disinterested 1n

than

would inveolve abandoning the norn-prof:t stati =

the arganization to be accountable 1o local

te the source of grants. The obwviouwn

for EDOs serving large communities——11ke  the

Inc.y serving 400,000 Mavajo in Ari1zorna and

Tred v

the activities of the EDO.*= After ailna the



native Alaskan corporations enjoyed very large endowments andg few
managed to encourage strong participation and accountability.

The approach preobably works best for smaller aorqQanizatians,
and for those that would enyoy relative large endowments g
capitta-—perhaps ectablisthed by a corporation that s closing oo
moving out of a community, for example. Stronger particinatian
might be enccuraged 1f shares were distributed in two wavys: ger
capita or per hgusehold based o the si12e of the original
endowment; and sweat equity based on work performed tax o

resources contributed to the organization.

PERFORMANCE-BASED FUNDING

If at least part of the funding of an EDD 1s tied to
performance, then communities need worry less aboot duplicaticr
and competition among EDDs. [ fact,. campetition  mav o=
beneficial. Competition among organtzations serving a pullic
purpose us usually regarded as wasteful and 1s fought by reguir ing
coardination among the different wunits 11n  the system. This
assumes that all EDOs are egqually able to perfaorm tasks or that
the coordinating agenrcy 1s able to determine the fittest EDD for
different functions. Both assumptions are unrealistaic. Facn Bl
15 unigue with respect to the capability 1ts marnagement and sta‘t,
1ts resources,s and 1ts relationships withirnm the cCommunit..
Moreover, its comparative strengths will change over time. Arcd
aince objectives for EDOs are rarely defined and perfarmance rever
monitored, coordination 13 impossible.

Econamic development is an uncertain process——producis,
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services, production methods, and markets are tarever shiftirg 1n
wholly wunpredictable ways. Competlition 1s a discovery pracess——a
way of finding out where our individual and organizationa;
comparative advantages lay. But the rules within wnicn
organlizations compete must be carefully complete. If EDUs compete
tor grants from a private or public agency that are awarded
according to the proof of "need," then the poor residents who are
the intended beneficiaries may not be well served. But
competitiaon does not mean that the desire +to telp  thco
disadvantaged must be abandoned.

Competition could be encouraged by funding the act:vaitiss o
EDOs based on performance. There are a wide range of services 1o
which, if performed well. businesses would be prepared tou pav =
fee, including: project planningi grant or loan applications: ano
permit application. WRAFP regularly charges the businesses 1t
assists,. The Wamen's Economlc Development Corporation in S4h.
FPauls Minnesota, which helps women who are going 1nfo bLDusireess.
alsa charges a fee 1f tts c]iem{ eventually receives ovanb
finanmcing. These fees. which could be matched by the EDO: funo:ng
agency, provide a "market test" of the value of the services
provided. <«

The advantage of performance-based funding is that 1t al:ows
argantzaticons that are performing poorly to go out of Lusiness.
merge with a more successful venture, or undergo ftranstormatiaon
through a "takeover." The decision to de—-fund does nat have fo be

made in the state capitol or in city hall. The perpetuation of an
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unsuccessful EDDO harms the neighborhood it s trying tuo seruwe
because 1Tt may block the emergence of a maore successful, bette=-
managed venture. Community advocates understandably plead for
suppart for an organization that is failling to pursue de.elaonment
opportunities aggressively because they can see no alternati.-.

The continued existence of the a1ling venture may be the reasno-

why. As 1 most fields of endeavor, the efficient and effect:ve
delivery of nelghborhood development services depends  on
adaptation and innovation. This will be 1eflected L T

continuasl turmoil as new ventures are beorn.s old ones mies. anc

existing one struggle to find and maintain "niches’” 11 the marwetl.

EPILOGUE: YOUNGSTOWN TODAY
Fiat secundum artis regulas.*®

Although Youngstown was ineffective 1n managing tts  economic
restructuring 1in the short-term, over the long-term, many of tie
mistakes of the past have been corrected and will not be liwreiv
repeated in the future. Economic development effarts are now
quite effective, and serve as a model for aother communit:es. I e
effort underwent major changes due in larvrge part to the dedidated
efforts of community leaders. especially 1n the private cector.

he greatest change of relevance here 1s that tne local
Chamber of Commerce, after viewing the lack of progress 1n the

region, recrganized i1tself to play a major role 1 @conomic

development. The program was greatly expanded by attract:nc
qualified professionals in management, business development, and
marketing. The Chamber bhas begun to address reglomal 15Sues.
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Mast importantly, the Chamber has established 1tself as the
community "flagship" for economic development. It has effectively
articulated the 1ssues and 1mpliemented the philosophy embhoties 10

this paper.=%=?

32



Fgotnotes

Herbert J. Rubin, "Local EDCs and the Activities of Smal,
£iti1es 1n Encouraging Economic Growth,” Policy Studies

Journal, 14 (March 1984), 361-388.

Committee for Ecgrnamic Development (CED)y Public—Private
Partnaership, New York: CED, 1982.

Eouncil for Northeast Econamic Action. tocal Economic Devel -
opmant: Public Leveraging of Public Capital, Wa<hingtor.
D.C.s U.S. Department of MHousing and Urhan Development, fporal
1980.

See, for example, "Community Development Group Y pporters
Seek to F1ll Urban-Policy Void as U.S. Role Shrinks Wall
Street Journal, December 10, 1986.

U.5. Department of Housing and Urban Development (HUDI, Work-
ing Partners: 100 Success Stories of Lecal Community Devel-—
cpment Public/Private Partnerships at Work., Washington, D.00.:
HUD, 1983.
John M. Levy, Urban and Metropolitan Economics, New Yook
McGraw-Hi111, 19835,

Terry F. Buss and F. Stevens Redburn, Shutdown at Youngs-
town:s Albanys, N.Y.: State University of NMew York Presc,
13983.



10.

11,

12.

13.

14,

Terry F. Busss Yih-Wu Liu, and Anthony H. Stocks, “"Struc-
tural Change and Redevelopment [Initiatives L tre
Youngstown/Warren Labor Market," 0Ohio Economic Trends Review

2 (Summer 1%984&), B8-20.

John M. lLevy, Economic Development Programs for Cities,

Counties, and Towns: New York: Praeger, 1981,

Terry F. Buss, Center for Human Services Development Concept

Paper, Youngstown, Ohio: Youngstown State University. 1783,
"ChA Is ELalled Poorly Managed," The Vindicator, May 15,
1984,

At a series of board meetings, for example, one memnbes
repeatedly gained the floor to argue a minor point of l:ttle
consequence. This behavior continued through several
meetings. When asked why he had chosen to disrupt the
meeting in this fashions he vreplied that he wanted to
demonstrate that he had the power and nerve to do so. He
felt that this would reveal his leadership aual:ities as  a

poctential member of an executive committee.

“Strouss  Project Is Begun,” The Vindicatar. Decembie 3.
1986.

Edward M. Gramlich, "The New York City Fiscai Cris s: Whiat
Happened and What Iz To Be Done?" American Economic Review

(May 1976), 415-428.

S



135.

16,

17.

18.

19.

22.

23.

& draft of the plan was prepared and distributed to a swmall

group of people for evaluation., Others who might not Py ed o o2
accepted the document were excluded. $10,000 in ci1ty funig
were used to print the multi-colored document. In  tne
inttial distribution of about 2% copies of the plar.

criticism was so intense that the remaining copiles were never

made avallable.

General Accounting Office (GRD), A Catalog of Federal Aid to

States and Localities, Wasbington, D.C.: GAD, Marci 1787.
U.5. Economic Development Aadministration, BGuide for Area
Overall Economic Development Program, Washington, D.0 . U.%,

Department of Commerce, May 1977.

Ibid.

Ibid.

"CDA Chief Defends Cutting 13 Jobs," The Vindicator., Augus:s

27, 1785.

"High-Tech Center Grant Is Due," The Vindicator. August 19,

1983.

Regional Office, Lake To River Regional Assessment. Yourgs-

town, Ohic: Ohio Department of Development, Jaruary 4, 1937,

Based on personal ocbservation by the authors.



24 .

23.

2é.

8.

29 .

30.

31.

32.

"City Expects %2 Million in Loans to Continue Program, Create

Jobs," The Vindicator, February 146, 1985.

Funding scurces include preparation fees for the Small Busi -
ness Administration 503 program, loan repayments under UDAEG,

and EDA grants and loans.

Roger J. Vaughan and Terry F. Buss, Making a Comeback, «wash-
ington, D.C.: Council of State Planming Agencices,

forthcoming.

Mahoning Valley Economic Development Corperatiorn (MVEDD,
Suggested Ltconomic Development Action Plan: Final Report.

Columbus. Ohio: Battelle Laboratories, October 1978.

"MVEDC Industrial Park Receives 300,000 Grarnt," The ¥Yindi-
cator. November 23, 19823 "Youngstown Commerce Park Could

Mean 10,000 Jobs," The Vindicator, January 192, 1784.

Buss and Redburn, Shutdown.

"Industrial Parks Short an Ternrants." The Vindicator .

February 22, 1987.

"A Time to Choose." The Warren Tribune/Chronicle. October

14, 1981.

"Susa Tells Steps for Downtown: Emphasizes Need for “Little

Things’," The Vindicater. January 20, 1985,

a4



33.

34.

36.

37.

38.

37.

40.

“41.

42.

43.

"Important Job Bungled," The Vindicator. January 26, 1784.

See Rite Maer Kelly. Community Control of Economic Develop-
ment, New York: Praeger, 12773 Donald F. Kettl,. Managing
Community Development in the New Federalism. New York:

Fraeger, 1%80.

Some CDCs have skirted this prohibition by creating for-

profit subsidiary corpaorations.

"Public/Private Partnerships Bringing Back Market Street,

The Vindicator., May 12, 1987.

Terry F. Buss and Roger J. Vaughan, On the Rebound, Washing-

ton, D.C.: CLouncil of State Planning Agencies., 198Y4.

Ibid.

See description in Hugh O’Neill, Creating Opportunity, Wasnh-
ington, D.C.: Counc:l of State Planning Agencies, 198&,

Roger J. Vaughan, Economic Development Policy for the Navajo
Nation, Office of Economic Planmning and Development, State of

Arlzona, August 1984.

O’'Neill, Creating Opportunity.

Let it be made according to the rules of the art.
Roger J. VYaughan and Terry F. Buss, A Development Strategy
for the Mahoning Valley, Youngstown: Regional Growth

Alliance, July 1986.

ciri



